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The Relative Status 


Farm Prices 


ITH THE TECHNOLOGICAL and economic 

developments recent years, agricul- 
ture has become more highly interrelated 
part total economic activity. Many tasks 
formerly performed the farm have been 
transferred the industrial business sec- 
tors, and therefore has become more diffi- 
cult divide the economy into the agricul- 
tural and nonagricultural sectors. 

the U.S. economy has become more 
affluent, larger proportion its resources 
has been devoted the production goods 
and services that are not oriented toward agri- 
culture. Under these conditions, agriculture 
becomes less distinctive segment eco- 
nomic activity. the farming industry takes 
characteristics that formerly were related 
more exclusively nonfarm business activi- 
ties, would reasonable assume that 
the relative status farm prices would 
change. line with this assumption, some 
pertinent questions are raised. there any 
evidence that farm prices have tended ac- 
quire more the characteristics nonfarm 
prices the period since World War II? 
How have farm prices reacted during this 
period relation movements other 
price series? there any evidence that 
changes price supports, demands, and costs 
have caused price relationships among the dif- 
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ferent farm commodities and groups farm 
commodities change substantially during 
the postwar period? analysis prices and 
price-ratio movements for the period from 
1947 date should helpful providing 
useful information for considering these ques- 
tions. 


Farm Versus Other Prices 


Monthly series prices are available for 
analyzing the relative movement prices for 
raw agricultural products, goods and services 
purchased farmers, consumer goods and 
services, and commodities other than farm 
products. Although using price indexes 
groups goods and services tends obscure 
price variations individual commodities, 
such indexes are useful for comparing move- 
ments broad categories goods and ser- 
vices. 

Historically, farm prices fluctuated widely 
both absolute and relative terms. There 
were numerous reasons for this price sensi- 
tivity farm products. Prior the end 
World War II, farm prices were not main- 
tained relatively rigid levels long-term 
contracts organized noncontractual agree- 
ments the same extent were prices 
many the nonfarm goods and services. Farm 
product markets also more nearly approxi- 
mated competitive conditions than most mar- 
kets for processed nonfarm commodities. 
Under these conditions, the effects uncer- 
tainty and psychological reactions traders 
caused prices fluctuate substantially and 
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rapidly. Furthermore, farm production 
highly specialized areas frequently was in- 
fluenced weather conditions. Thus, sup- 
plies individual farm products varied 
widely within relatively short periods time. 

Farm product prices prior the end 
World War also were influenced greatly 
changing economic conditions. Consumer in- 
comes were relatively low compared with the 
postwar period, and change income had 
substantial effect the demand for farm 
products. agriculture, output has tended 
maintained regardless general economic 
conditions, but this has not been true the 
same extent the nonagricultural sector. 
output was curtailed the nonagricultural 
sector, unemployment increased, personal in- 
comes declined, and aggregate demand, in- 
cluding that for farm products, was depressed. 
With supplies farm products being main- 
tained, farm prices fluctuated widely while 
farm costs were relatively rigid. 

Since World War II, conditions influencing 
farm prices have changed. Technology, more 
widespread geographical specialization, and 
better methods processing and storage have 
contributed price stability for many farm 
products. The higher level consumer in- 
comes during the postwar period and greater 
stability the general economy have caused 
demand for farm products remain strong. 
Marketing agreements which prices some 
farm commodities have been maintained 
more rigid levels longer-term agreements 
have become more prevalent. Price supports 
some commodities, along with the result- 
ing storage programs, have prevented prices 
these commodities from fluctuating much 
otherwise might have been anticipated. 

While factors such these have contrib- 
uted indirectly some the more recent 
farm price problems, they have resulted 
increased stability farm prices and have 
encouraged farmers use the best techniques 
increase farm output rapidly. This can 


illustrated pointing out that, prior World 
War II, farm output was increasing aver- 
age rate about per cent annually. Strong 
demand, available techniques, and increased 
price assurance have caused farmers 
pand output rate that has averaged more 
than per cent annually during the postwar 
period. With the demand for farm products 
relatively inelastic present income levels, 
the tendency increase output more 
rapid rate than population growth has caused 
farm prices become depressed relation 
farm costs and nonfarm prices. 

For many types price analysis work, 
desirable use price relatives. Such rela- 
tives permit easier interpretation magni- 
tudes changes and result more meaning- 
ful comparisons. For purposes this article, 
price relatives with 1947-60 base period will 
used. Use this base period will enable 
the reader make rapid visual comparisons 
changing relationships and trends during 
the postwar period. 

Chart the index prices received 
farmers compared with that prices paid 
farmers. Although the chart indicates that 
the index prices received farmers has 
fluctuated more than that prices paid, 
few characteristics the data need empha- 
sis. Except for the two upheavals during the 
periods 1947-48 and 1950-53, the index 
prices received has been relatively stable since 
World War II. Both these periods major 
change farm prices can attributed large- 
changing conditions world markets 
that must explained terms disloca- 
tions caused war war scares. They are 
not caused the same factors which insta- 
bility was attributed during the interwar 
period. The rapid rate growth output 
since the end World War has prevented 
farm prices from increasing despite the high 
level demand that has prevailed both the 
domestic and export markets. fact, con- 
sideration given the two periods up- 
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Farm Prices 


Chart 
Indexes Prices Received and Prices Paid Farmers 


United States 
INDEX 1947-60100 to 


1947 
SOURCE: Department Agriculture. 


heaval, the trend farm prices has been 
downward despite sharp increase most 
other prices during this same time. 

The range variation the index 
prices received farmers has been wider 
than that for the index prices paid, with 
the major difference being that the index 
prices received has fluctuated more and 
trended downward, while that prices paid 
has trended upward persistently. The index 
prices received varied through range 
cember 1955 and high 122 February 
1951. The index prices paid varied through 
range per cent—from low for the 
March and April 1961. 

Fluctuations the index prices received 
occurred the earlier years the period 
and can attributed largely abnormal ex- 
port demand relation the limited sup- 
plies farm products available that time. 
With continued high level output the 
United States and recovery 
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PRICES PAID 


110 


PRICES RECEIVED 


duction foreign areas where was in- 
terrupted war, farm prices tended sta- 
bilize after the decline from the high achieved 
during the Korean episode. Since 1953, the 
index prices received farmers has been 
more stable than was prior that time. The 
index prices paid, the other hand, has 
persistently trended upward. With prices re- 
ceived tending stabilize after the sharp de- 
cline during the 1951-53 period, the data 
indicate that farm prices have become more 
stable recent years compared with the 
interwar period, despite the upheavals caused 
abnormal export demands. will 
shown, they also have changed less recent 
years than some the other general price 
series. The major point concern that farm 
prices have shown tendency decline dur- 
ing the period, while prices paid farmers 
for resources and most other price indexes 
increased considerably. Furthermore, were 
not for the farm-produced component the 
index prices paid farmers, the index 
would have increased even more than did. 
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Chart 
Ratio Other Prices Index Prices Received Farmers 


United States 


INDEX 1947-60 =100 INDEX 
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SOURCE: Department Agriculture and Department Commerce. 


make easier detect changing rela- 
tionships between the index prices received 
farmers and the various prices with which 
the comparisons will made, all subsequent 
price series will plotted ratios obtained 
deflating the series with the index prices 
received farmers. Use this procedure 
will result the 100 line each succeeding 
chart representing the index prices re- 
ceived farmers and the labeled lines show- 
ing the relationship from month month be- 
tween these lines and the index prices re- 
ceived farmers. line above 100 indicates 
that the price relatively high for the post- 
war period compared with the index prices 
received farmers. the other hand, the 
line below 100, the price relatively low. 
Since absolute comparisons cannot made 
from these charts, the low and high index 
number price, along with the percentage 
variation the range for the postwar period, 
included for each price series. 


The range variation the indexes 
prices received and paid farmers for the 
postwar period was pointed out previously. 
The consumer price index varied through 
ary and February 1947 high 113 
February 1961. Wholesale prices commodi- 
ties other than farm products and foods varied 
through per cent range—from low 
January 1947 high 112 January 
1960. interesting note that the con- 
sumer price index and wholesale price index 
commodities other than 
changed through about wide range during 
the postwar period did the index prices 
received farmers. These series, however, 
trended upward persistently while farm 
prices tended fluctuate, particularly during 
the early postwar period when somewhat ab- 
normal conditions prevailed. also should 
pointed out that all three the indexes 
plotted Chart trended upward 
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Farm Prices 


Chart 
Ratio Grain Prices Index Prices Received Farmers 
United States 
INDEX 1947 - 60 =100 INDEX 


GRAIN SORGHUM 


1947 


ently relation prices received farm- 
ers from 1947-56. Since 1956, the persistent 
upward trend has moderated, but all three 
series have remained high relation prices 
farm products. 


Farm Commodity Price Comparisons 


One would expect the ratios price ratio 
charts the type being used trend down- 
ward for those commodities which have ex- 
perienced slackening demand, relatively 
rapid increases efficiency production, 
sharply increasing supplies, and reduced 
level price support. the other hand, the 
price ratios would expected strengthen 
for commodities for which demand growing 
more rapidly than average, for which effi- 
ciencies production have not been great, 
and for which surplus stocks have not ac- 
cumulated during the period being compared. 

Comparative price ratios the major cash 
grain crops produced the Tenth Federal Re- 
serve District are shown Chart Wheat 
prices have tended weaken since World War 
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II, because lower demand, increased efficien- 
cies production, rapid increase carry- 
over stocks, and reduced level price sup- 
ports. the other hand, price supports 
probably have tended maintain wheat 
prices substantially higher levels than other- 
wise would have prevailed. Measured ab- 
solute terms, the average price received 
farmers for wheat varied from low $1.64 
per bushel July and August 1958, high 
$2.81 per bushel January 1948. This 
variation per cent during the postwar 
period. The price ratios plotted Chart 
indicate that, abnormal postwar demands 
were satisfied and price supports were re- 
duced, wheat prices trended downward 
relation the index all prices received 
farmers. 

Corn and sorghum grain prices fluctuated 
more widely than did wheat prices during 
this period. Demand for feed grains has been 
maintained stronger levels than that for 
wheat, but efficiency production has prob- 
ably improved more feed grains than 
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wheat during this period. Furthermore, price 
supports for feed grains have been reduced 
more drastically during the period. Absolute 
corn prices varied from low cents per 
bushel November 1960 high $2.46 
per bushel January 1948. Grain sorghum 
prices varied from low $1.41 per hundred- 
weight December 1960 high $3.77 
per hundredweight January 1948. Thus, the 
absolute range variation for corn prices 
during the period was 183 per cent, while 
that for grain sorghum was 167 per cent. The 
price ratio data plotted Chart indicate 
that feed grain prices fluctuated rather sharply 
relation farm prices during the period. 
Feed grain prices also have trended down- 
ward relation the index prices received 
farmers abnormal postwar demand sub- 
sided and the level price support tended 
reduced. 

Generally speaking, prices the major 
groups livestock products were relatively 
more stable than feed grain prices during the 


immediate postwar period. fact, the index 
meat animal prices has been more variable 
since mid-1952 than was prior that 
The index meat animal prices varied from 
March and April 1951. This variation 
the range absolute prices from the low 
the high 114 per cent. should 
pointed out that part the stability this 
index during the early part the period must 
attributed the fact that the hog and 
cattle price cycles were tending counter- 
balance each other during this period. late 
1955 and early 1956, both these price cycles 
were near cyclical lows about the same 
time, while mid-1958 both were near cycli- 
cal highs about the same time. Although 
the meat animal price ratios plotted Chart 
have fluctuated considerably because 
varying meat supplies, strong demand has pre- 
vented meat animal prices from declining 
relation farm prices. 

One the greatest achievements in- 
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creased efficiency production during the 
postwar period has occurred the poultry 
industry where output both poultry meat 
and eggs per unit input has increased 
sharply. Thus, the poultry and egg price ratios 
plotted Chart have trended downward 
despite indications strong demand for 
poultry meats. The index poultry and egg 
prices has varied from low May 
and June 1959 high 140 November 
1948. This variation range absolute 
prices 115 per cent for the period. 

Dairy product prices have fluctuated sea- 
sonally throughout this period. The index 
absolute prices varied from low May 
and June 1954 high 122 November 
1952. This variation range per 
cent from low high. general, dairy prod- 
uct price ratios have trended upward. The ex- 
planation probably lies the fact that milk 
prices, increasing extent, have been es- 
tablished predetermined indicators, most 
which have been increasing. 
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Farm Prices 


Farm Prices More Stable 

The preceding analysis suggests that the 
factors operative establishing farm prices 
have resulted higher degree stability, 
compared with the period preceding World 
War II. Farm prices have been particularly 
stable since the scare-buying episode the 
Korean incident subsided. One the major 
problems confronting farmers during the past 
decade has been that prices received them 
have declined while most other prices have 
increased substantially. Although prices in- 
dividual farm commodities have fluctuated 
widely, the aggregate index has remained rela- 
tively stable, except for the two periods 
abnormal world demand generated World 
War and the Korean incident. Available 
evidence suggests that the agricultural in- 
dustry becoming more highly interrelated 
part the general economy, farm prices are 
tending take some the characteristics 
which formerly were thought chiefly 
connection with nonfarm prices. 
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District Bank Liquidity 


Recession and Recovery 


ARTICLE the May 1960 Monthly Re- 
view examined the rise loan-deposit 
ratios Tenth Federal Reserve District mem- 
ber banks that accompanied the accelerated 
loan expansion lasting from mid-1957 until 
late 1959 and the liquidations investments 
during the 1959 period weak deposit per- 
formance. Over the past year and one half, 
loans have advanced slower pace, and 
since mid-1960, deposit growth has been re- 
newed. result these developments, re- 
serve tensions have been reduced, and District 
banks have made fundamental adjustments 
loan and investment portfolios and liquidity 
positions. Most striking among these adjust- 
ments has been the advance ownership 
securities and other liquid earning assets since 
mid-1960. mid-May 1961, holdings these 
assets were $341 million greater than they 
were June 15, 1960. 

With signs that the recovery from the 1960- 
District banking developments useful once 
again. Loan demands can expected in- 
crease response rising credit needs 
business firms the advance economic 
activity progresses, and consumers and 
other borrowers begin seeking larger volume 
credit. helpful, therefore, review 
recent banking developments see how well 
prepared District member banks might 
accommodate increase credit demands 
this juncture. 


Deposit Developments Recession 


From mid-June the end 1960, total 
deposits rose $850 million District member 


banks, record advance for such period. 
result this surge, total deposits which 
declined slightly 1959 and underwent 
major seasonal contraction early 
attained new high level $8,922 million 
year end. 

earlier periods recession the 
national economy, the more buoyant deposit 
performance occurred expression 
general monetary easing. The growth 
posits was aided District banks unusual- 
large harvests many farm crops and 
record farm cash marketings. These under- 
lying elements the strong deposit perform- 
ance the second half 1960 also were 
important the tempering seasonal deposit 
declines during the early months 1961. 


Chart 
Seasonal Deposit Losses District 
Member Banks 


(Final weeks December through mid-May biweekly 
average basis) 
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Computed biweekly average daily 
figures, total deposits District member banks 
declined only $169 million during the first 
months 1961. shown Chart this 
drop was about equal the one registered 
during the 1954 recessionary period and sub- 
stantially larger than the decline the early 
1958 period monetary ease, but was much 
smaller than the declines experienced during 
recent years expanding economic activity. 

This performance can attributed 
exceptional growth time deposits and the 
moderate nature the decline demand de- 
posits District country member banks. 
reserve city banks, demand accounts fell $262 
million, attrition which exceeded the de- 
cline the recessionary period early 1958, 
but was smaller than the deposit losses the 
1954 period. Seasonal losses these accounts 
country member banks, tempered first 
quarter advance farm cash marketings over 
the record 1960 volume, totaled only $57 mil- 
lion during the months. This contrasts 
with average attrition $103 million dur- 
ing the comparable period nonrecessionary 
years since 1954. 

The $151 million advance time deposits— 
about equally divided between reserve city 
and country member banks and equivalent 
annual growth nearly 314 times the average 
for the years 1954-60 appears have been 
influenced partly changing yield relation- 
ships the recessionary period. The ac- 
celerated growth began around mid-1960 and 
paralleled the sharp advance banks across 
the Nation where, this recession earlier 
ones, responses declining yields alter- 
native financial assets have affected time 
deposit growth. 

From mid-1960 the end May 1961, 
time and savings accounts all weekly report- 
ing banks the Nation rose $6,765 million, 
while the growth these banks the District 
totaled $177 million. These figures may 
contrasted with decline $668 million na- 
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tionally and increase only $10 million 
weekly reporting District banks over the same 
period 1959-60. 

earlier recessionary periods, the accel- 
erated growth individuals’ time and savings 
accounts nationally has resulted from change 
the form financial asset holdings and not 
from larger additions ownership financial 
assets. particular, represents shift from 
investment marketable securities, especially 
U.S. Treasury issues, their yields have fallen 
relative those offered time accounts. 
Thus, the more rapid growth time and sav- 
ings accounts individuals banks across 
the Nation the inverse the restraint 
time deposit growth 1959 when market 
rates interest were high. 


Moderated Loan Growth 


The strong deposit performance over the 
past year was, course, the major element 
the increase investments and the concurrent 
easing liquidity strains District member 
banks. However, loan performance should not 
these developments. Total loans excluding 
the highly liquid loans banks and brokers 
and dealers securities, well farm Joans 
guaranteed the Commodity Credit Cor- 
poration—advanced only $147 million during 
1960, substantial moderation from the ac- 
celerated pace expansion registered over 
the preceding years. 

Elements the Slowdown 

The slowdown the growth loans was 
sharpest reserve city banks where loan de- 
mands began moderate late 1959. 
Chart shows, however, loan volume coun- 
try members also advanced slackened 
pace 1960 and most this growth had oc- 
curred midyear. 

major factor the moderation loan 
growth both reserve city and country mem- 
ber banks was the leveling off nonguaran- 
teed farm loans. These loans rose $158 million 
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Chart 
Loan Expansion District Member Banks 
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NOTE: Chart shows loans less farm loans guaranteed the 
Commodity Credit Corporation and loans banks and brokers 
and dealers in securities. 


from mid-1957 the end 1958 and were 
major source strength loan volume during 
the 1957-58 recessionary period. They con- 
tinued their upward course 1959 the 
forces general cyclical advance and rising 
credit demands other borrowers contributed 
the substantial rise loan volume. During 
1960, nonguaranteed farm loans rose only 
million, larger farm cash receipts and 
generally lower cattle prices through most 
the year lessened farm credit demands. 

Another significant influence loan growth 
1960 was the decline loans sales 
finance companies. Retirements these loans 
began finance companies turned increasing- 
the money and capital markets satisfy 
financial requirements response lower 
interest rates finance company paper and 
bonds. 

Reduced credit demands other major 
types borrowers also contributed the 
slowdown. reserve city banks, consumers 
retired loans early 1960 and borrowed 


modest scale over the second half the 
year. Real-estate loans rose only moderately 
and advance business loans was the 
sult seasonal bulge late the year. The 
over-all pace expansion these three loan 
categories was noticeably slower country 
banks well reserve city banks. 
Early 1961 Loan Performance 

Although the pace loan expansion mod- 
erated greatly 1960, loan demands Dis- 
trict banks held reasonably well early 
1961 despite the seasonal pressures that char- 
acterize these months. After allowance 
decline $52 million combined 
market loans and ownership CCC certif- 
icates, total loans District weekly reporting 
banks rose $17 million from December 28, 
1960, May 31, 1961, contrast with the $15 
million decline registered early 1960. 

The comparative strength loan perform- 
ance was due largely $11 million ad- 
vance real-estate loans that began April 
and ended extended period stability 
the volume these loans. addition, non- 
guaranteed farm loans declined only million 
compared with $20 million drop 1960. 
Business loans were slightly more buoyant 
than 1960, due partly contraseasonal 
rise loans commodity dealers during 
January and February and partly stronger 
performance loans food and beverage 
firms and for construction. Net retirements 
loans sales finance companies continued, 
and, after allowance for 
bank purchase instalment paper major 
trade firm, consumer loans were weaker 
early 1961 than similar period 1960. 


Rebuilding District Bank Liquidity 


The unusually strong performance 
posits over the second half 1960 brought 
easing the reserve pressures that developed 
the 1958-59 period business expansion 
and were maintained early 1960 excep- 
tionally large deposit losses. Banks responded 
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reducing their borrowings from the Reserve 
Bank. Then, borrowings fell lower levels, 
District banks began adding their invest- 
ments, ending the extended period security 
liquidations that had been produced the 
accelerated loan expansion 1959 and the 
weak deposit performance that year and 
early 1960. The effect the changed combina- 
tion circumstances the sharp deposit ad- 
vance, moderated loan demands, and the rise 
investments was substantial adjustment 
the composition earning assets and 
liquidity positions District member banks. 
Investments and Liquid Assets Rise 

Total investments securities increased 
$128 million from mid-June 1960 May 10, 
1961. This total was comprised $100 mil- 
lion rise holdings Treasury secur- 
ities and $28 million increase other invest- 
ments. More dramatically, acquisitions 
CCC loans and certificates amounted $213 
million over this period. These in- 
struments, redeemable the option the 
holder and offering yields substantially above 
those Treasury bills, served attractive 
alternatives short-dated Treasury securities 
District bank investment portfolios. 

Although the advance liquid asset hold- 
ings ended deposits began their seasonal 
decline 1961, banks met the seasonal reserve 
drains that appeared the early months 
this year with relatively little difficulty. Total 
investment Government securities declined 
$60 million from December 31, 1960, May 
10, 1961, but this figure overstates the decline 
investments because District banks also 
were adjusting the composition their in- 
vestment portfolios. Partly reflection 
the improved liquidity positions banks and 
partly because increase offerings 
state and local government issues, particularly 
March, other investments rose $14 million. 
And, with CCC certificates continuing offer 
attractive yields, holdings these 
instruments advanced $28 million. Thus, com- 
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bined investment securities and CCC paper 
declined only $18 million. 

Reserve pressures developing over the early 
months 1961 were met largely through re- 
ductions cash assets from exceptionally high 
year-end levels. some degree, these assets 
had become excessive result the credit 
easing measure late 1960 that permitted 
banks count all vault cash legal reserves 
satisfying requirements and conse- 
quence the deposit losses early 1961. Still, 
data presented following section show, 
cash assets were reduced relative the de- 
cline deposits meeting these seasonal 
reserve strains. 

Adjustments that were not made through re- 
ductions cash assets were shifted largely 
the Federal funds market where interest rates 
were generally below the Federal Reserve 
discount rate. Monthly average borrowings 
this market sample District member 
banks rose persistently from the low figure 
$14.8 million for January $50.5 million for 
April, while average sales declined steadily 
from $58.6 million $38.0 million. Borrowing 
from the Reserve Bank drifted upward only 
moderately. 

Dimensions District Bank 
Liquidity Positions 

liquid assets, District banks have made 
moderate progress restoring over-all liquid- 
ity positions more comfortable levels. 
weekly reporting banks, the ratio total in- 
vestments, money-market loans, and holdings 
CCC certificates total deposits less cash 


Recent Changes Liquidity Positions 

Tenth District Weekly Reporting Member Banks 
Per Cent Total Deposits* 

Short-Term 


Liquid 
Assetst 


June 29, 1960 
December 28, 1960 38.9 
May 24, 1961 39.7 


*Total deposits less cash process collection 
tMoney-market loans. CCC- farm loans, and Treas- 
ury securities maturing within year. 


- 
5.3 
34.1 12.5 
35.0 14.0 


District Bank Liquidity 


items process collection—one broad meas- 
points 39.7 per cent from mid-1960 May 
24, 1961. the accompanying table indicates, 
this advance was associated with sharp rise 
holdings the most highly liquid earning 
assets, including money-market loans, guar- 
anteed farm loans, and Treasury secur- 
ities maturing within year. 

The advance highly liquid investments 
both District member banks and banks 
across the Nation reflects the general uncer- 
tainty that has prevailed since late summer 
1960 regarding the severity the economic 
slowdown and the course securities prices. 
some degree, course, holdings Treas- 
ury securities maturing less than year 
have risen result the aging notes and 
bonds. large sample District banks, in- 
cluding nonmember well member banks 
that report the Treasury Survey Owner- 
ship, bonds and notes whose maturities short- 
ened less than year exceeded redemp- 
tions these maturities $212 million over 
the months ending with April. But, District 
banks reporting the Treasury Survey in- 
creased their ownership Treasury bills $163 
million during this period. Clearly, District 
banks have expressed preference for highly 
liquid assets through their acquisitions CCC 
certificates and short-dated securities and 
their failure, least until April 1961, make 
substantial additions mortgage loans. 

The preference for liquid assets expressed 
District banks all the more striking 
view the change the composition 
deposits that occurred over the months end- 
ing May. Recent acceleration the growth 
time accounts has been factor enhanc- 
ing liquidity for District member banks. The 
ratio time total deposits for all District 
member banks rose from 21.2 per cent mid- 
1960 23.2 per cent months later. 

There would risks course for some 
individual banks viewing time deposit growth 


contributing their improved liquidity 
positions, but for District banks group, 
the rise the proportion time total 
deposits might have been expected induce 
banks acquire longer-term investment 
loan assets view the lesser volatility and 
higher costs these accounts. The desire for 
liquidity apparently has been overriding 
consideration. 

Despite the fact that the buildup liquidity 
represents element dissatisfaction with 
liquidity positions 1959 and early 1960, the 
confinement investments substantially 
short-dated Treasury instruments and CCC 


Chart 
Liquidity Positions District Member Banks 


Midyear and Year-End Data 
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*April 12, 1961. 


NOTE: All ratios were computed the basis total deposits less 
cash items in the process of collection. Reserves, balances with 
other banks, and cash other than cash items in process of collec 
tion were included in the computation of the cash-deposit ratio, 
while total security investments, money-market loans, and CCC 
guaranteed farm loans were used in computing the investment 
deposit ratio, The liquid asset ratio was computed for a composite 
of all these assets. 
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Recession and Recovery 


Maturity Distribution Marketable Government Securities 
Sample District Banks 


Sept. 1954 April 1958 June 1960 April 1961 
mount Amount 
Issues maturing Per Per Per 
year 913 35.9 31.5 408 772 33.3 
1-5 years 834 32.8 46.1 1,490 1,137 49.0 
5-10 years 679 26.7 200 149 
10-15 years 2.2 5.4 
15-20 years 2.4 0.1 0.2 
Total $2,546 100.0 $2,420 100.0 $2,175 100.0 $2,319 100.0 


NOTE: Figures may not add totals due rounding. 

paper was related primarily expectations 
concerning loan demands. 

liquidity Positions Recovery 

Although District banks have made head- 
way reversing declines liquidity positions 
that have taken place past periods loan 
expansion and weak deposit performance, 
clear from examination Chart that, 
the national economy began its recovery from 
the recent recession, these positions were still 
substantially tighter than they were low 
points earlier recessionary periods. may 
noted for example, that the ratio liquid 
assets deposits country member banks— 
per cent April 12, 1961—was 5.9 per 
cent below the ratio June 23, 1958, some 
months after the recovery from the 1957-58 
recession commenced. reserve city banks, 
this ratio was 10.1 per cent below the level 
prevailing the time recovery from the 
earlier recessionary period. 

the other hand, judged solely the 
maturity liquid asset holdings, liquidity 
positions District member banks were rela- 
tively less strained recovery from the recent 
recession commenced than they were low 
points the last two recessionary periods. 
Clearly, this means that District banks are 
position advance their loan volume and 
rearrange loan and investment portfolios with- 
out suffering such large securities losses 
those experienced earlier recovery periods. 
But the expressed preference for liquidity also 
associated with lower bank earnings the 
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event continued slackness moderate ex- 
pansion these demands, the event 
stronger deposit performance than character- 
ized earlier recovery periods. 

The advantages that might accrue from the 
concentration investments highly liquid 
assets will depend importantly upon the speed 
and extent the business expansion, for this 
will affect loan demands District banks. 
Equally significant, the character the eco- 
nomic recovery will influence national mone- 
tary policy and its expression District banks 
through the over-all performance deposits 
and the pace time deposit growth 
affected relative interest rate movements. 


Concluding Remarks 


Having moved past period moderate 
seasonal deposit losses without engaging 
substantial liquidations investments, Dis- 
trict member banks may look forward 
deposit growth over the balance 1961. 
would unusually sharp rise loan de- 
mands over and above normal seasonal ad- 
vances that would require liquidations 
securities during this period. Nevertheless, 
whether liquidity positions ease come under 
renewed strains will depend upon the magni- 
tude deposit gains. Deposit performance, 
turn, will depend not only harvests and 
marketings District crops, which from 
present signs should substantial, but also 
upon monetary policy finds expression 
District banks. 
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Durable Goods Manufacturing 


Total Sales and Inventories 


BILLION DOLLARS ADJUSTED BILLION DOLLARS 
INVENTORIES 
SALES 
T 

RATIO 4 


INVENTORY-SALES RATIO 


BANKING THE TENTH DISTRICT 


Deposits 


Reserve Reserve 


City Country City Country 
Member Member Member Member 
District Banks Banks Banks Banks 
and 
States May 1961 Percentage Change From 


Tenth Dist. 


Colorado 
Kansas +10 
Missouri* 
Nebraska 
New Mexico* 
Oklahoma* 


Wyoming 


*Tenth District portion only. **No reserve cities this state. 
than 0.5 per cent. 


New Orders 


MACHINERY 


TRANSPORTATIO 
EQUIPMENT 


PRIMARY METALS 


FABRICATED METALS 


PRICE INDEXES, UNITED STATES 


Consumer Price 
Wholesale Price 
Prices Paid Farmers 


Revised. 


TENTH DISTRICT BUSINESS 


Value 
Department 
Store Sales 


Value 
Check 
Payments 


Year 
May date 


District 
and Principal 
Metropolitan 

Areas 


Tenth District 
Denver 

Wichita 

Kansas City 
Omaha 
Oklahoma City 


Tulsa 


+18 +13 

+10 


